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SUB J : MINISTER OF ECONOMY PROPOSES MAJOR REFORM MEASURES 

1 . SUMMARY: MINISTER OF ECONOMY AND FINANCE ARISMENDI 
ANNOUNCED PROPOSED MAJOR REDUCTIONS OF PROTECTIONIST 
BARRIERS OVER THE COMING THREE YEARS, INDICATING AGAIN 
HIS CONFIDENCE THAT THE IMPLICIT COST OF CONTINUING 
PROTECTION OF IMPORT-SUBSTITUTION INDUSTRIES IS A 
PROBLEM WHICH RULING ELEMENTS OF THIS GOVERNMENT ARE 
COMING TO RECOGNIZE. THIS PROPOSAL AND ANOTHER TO 
REDUCE THE TAX BURDEN ON AGRICULTURE WERE ANNOUNCED 
TOGETHER WITH DATA ON THE STATE OF THE CONOMY IN 
PREPARATION FOR THE NATIONAL PLANNING CONFERENCE (CONCLAVE) 
SCHEDULED FOR THE END OF NOVEMBER. END SUMMARY. 

2. IN TWO RECENT SPEECHES REPORTED BY THE PRESS MINISTER 
OF ECONOMY AND FINANCE VALENTIN ARISMENDI ANNOUNCED 
VARIOUS PROPOSALS FOR FUTURE ECONOMIC POLICIES WHICH ARE 
OF MAJOR IMPORTANCE. BASIC TO THE LIST OF PROPOSALS 

IS SETTING A SPECIFIC TIMETABLE FOR REMOVAL OF THE 
GREATER PART OF THE BARRIERS TO IMPORTATION WHICH HAVE 
PROTECTED IMPORT-SUBSTITUTION INDUSTRIES IN THIS COUNTRY 
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SINCE THE 1950S. SPECIFICALLY, THE MINISTER'S POINTS 
INCLUDED THE FOLLOWING: 

-ARISMENDI WILL PRESENT TO THE MILITARY-CIVILIAN 
PLANNING CONFERENCE, OR CONCLAVE, TO BEGIN NOVEMBER 27, 

A SPECIFIC TIMETABLE FOR REDUCTION OF THE WIDE MARGINS 
OF INDUSTRIAL PROTECTION IN EFFECT IN URUGUAY. THE 
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SUBJECT HAS BEEN DEBATED ACTIVELY DURING MUCH OF THIS 
YEAR. ARISMENDI'S ANNOUNCEMENT OF THIS PROPOSAL AT THIS 
TIME APPEARS TO INDICATE CONSIDERABLE CONFIDENCE THAT 
THE BASIC PROPOSAL WILL BE APPROVED IN THE CONCLAVE. 

THE MINISTER HAS ALSO ANNOUNCED HIS SUPPORT FOR A 
SURCHARGE TARGET LEVEL OF THIRTY PERCENT AFTER GRADUAL 
REDUCTION OVER THREE YEARS IN THE PROTECTION OF NATIONAL 
INDUSTRIES FACING INTERNATIONAL COMPETITION. HE IS DOING 
SO IN THE CONTEXT OF AN UPWARD TREND IN INFLATION IN 1977 
WHICH, HE PROPOSES, CAN BE CUT BY ALLOWING GREATER 
FREE PLAY OF COMPETITION TO MODERATE PRICES TO THE CONSUMER. 

-HE ALSO CITED THE GOVERNMENT S PERFORMANCE IN 
CUTTING THE FISCAL DEFICIT TO A LEVEL OF APPROXIMATELY 
ONE PERCENT OF GDP. THIS SHOULD ALLOW FOR SOME EASING 
OF THE FISCAL BURDEN NEXT YEAR. THE MINISTER PROPOSES 
TO PROVIDE GREATER INCENTIVE TO THE BUFFETED AGRICUL- 
TURAL SECTOR AS A FIRST STEP. HE ANNOUNCED THAT THE 
IMPROME, OR LAND PRODUCTIVITY TAX, WILL BE MODIFIED 
TO APPLY TO A THEORETICAL BASE OF NET, INSTEAD OF GROSS, 
POTENTIAL PRODUCTIVITY, LIGHTENING THE TAX LOAD ON 
AGRICULTURE GENERALLY. ON THE OTHER HAND, TO EQUALIZE 
THE CONDITIONS OF BUSINESS FOR STATE VS. NON-STATE 
ENTERPRISES, THE STATE ENTITIES WILL BE TAXED ON THEIR 
EARNINGS IN THE FUTURE WHICH WILL PROVIDE FOR SOME FLOW 
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FROM THE PROFITABLE TO THE DEFICIT ENTERPRISES WHICH 
IS NOT NOW TAKING PLACE. 

-ARISMENB NOTED THAT THE COUNCIL OF STATE IS 

STUDYING A NOVEL DEVICE TO REDUCE GOVERNMENT OVERSTAFFING BY 
PERMITTING AN AGENCY WHICH DECIDES NOT TO REPLACE A 
DEPARTING EMPLOYEE TO USE 50 PERCENT OF HIS SALARY TO 
AUGMENT THE SALARIES OF REMAINING EMPLOYEES. 

-.THE MINISTER COMMENTED ALSO THAT INTERNATIONAL 
ECONOMIC GROWTH WAS UNCERTAIN IN THE CURRENT YEAR, WITH 
ENEMPLOYMENT RATES IN THE ADVANCED COUNTRIES RISING 
AGAIN. IN URUGUAY'S CASE, THE CHOICE WAS MADE TO CARRY 
OUT A STABILIZATION PROGRAM WHICH, WHILE FORCING A 
DECLINE IN RHAL INCOME FOR MOST, NEVERTHELESS PRESERVED 
EXISTING JOBS WHILE INVESTMENT OPENED UP NEW SOURCES OF 
EMPLOYMENT. THAT INVESTMENT HAS BECOME MORE RATIONAL 
AS THE INTERNATIONAL CREDIT SITUATION OF THE COUNTRY HAS 
IMPROVED, WORLDWIDE INFLATION RATES AT 8 PERCENT ANDS), 

COASTS WITHIN OO SAME RANGE, PERMITTING THE COUNTRY 
RATIONALLY TO BORROW TO FINANCE NEW PUBLIC AND PRIVATE 
INVESTMENT. HE ANNOUNCED THE 1976 DEBT SERVICE CHARGE 
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ON EXPORT INCOME TO HAVE BEEN 42 PERCENT, THE MOST FAVORABLE 
LEVEL IN 10 YEARS. 

-IN THE FIGHT TO REVERSE THE PRESENT UPWARD TREND 
IN INFLATION, ARISMENDI CITED THE CUTTING BACK ON 
OFFICIAL EXPORT FINANCING AS A PRINCIPAL MEANS OF 
REDUCING THE MONEY SUPPLY AND THUS PRESSURES AGAINST 
AVAILABLE CONSUMPTION GOODS. 

3. THESE PROPOSALS, TOGETHER WITH OTHER RECENT GOU 
ECONOMIC MOVES WILL BE THE SUBJECT OF ANALYTIC REPORTING 
IN THE NEAR FUTURE. 

PEZZULLO 
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